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On Nov. 5 in New York, the committee representing foreign commercial bank creditors met to
complete a counterproposal to Brazil's debt refinancing offer submitted Oct. 11. The committee
was expected to deliver its proposal to Jorio Dauster, chief foreign debt negotiator for Brasilia.
The Brazilian proposal calls for the conversion of $51 billion in "old debt" into long-term bonds
with an option to redeem at a discount through quarterly auctions. Bondholders offering the
highest discount would be able to cash them in up to an overall limit previously established by
Brasilia. The limit would be determined by the government's ability to pay, defined as a function
of its budget surplus. The cash redemption limit for 1991 has already been set at $1.165 billion.
Brazil's payment arrears to commercial banks total $8.7 billion, accumulated since mid-1989. The
government proposal calls for "capitalization" of the arrears, or including the same in the debt
restructuring package. Arrears payments would commence in 1991. In the 1980s, Brazil negotiated a
deal under which its debt service payments were linked to annual trade surpluses. On Nov. 2 in Rio
de Janeiro, Dauster told reporters that negotiations with the banks would likely take several weeks
or months. In September the Brazilian government entered into negotiations with the International
Monetary Fund for a $2 billion stand-by loan to help meet its foreign loan obligations. The Fund,
under pressure by commercial banks, put the request on hold pending an accord with Brazil's
private bank creditors. Dauster said the IMF's refusal to act on the stand-by loan "reduces Brazil's
capacity to repay creditor banks." According to the Central Bank, the total foreign debt is greater
than $116.9 billion. (Basic data from Knight-Ridder Financial, 11/01/90; AFP, 11/02/90, 11/05/90;
Notimex, 11/05/90)
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